Accounting Historians Notebook
Volume 12
Number 1 Spring 1989

Article 2

Spring 1989

Message from the president [1989, Vol. 12, no. 1]
Eugene H. Flegm

Follow this and additional works at: https://egrove.olemiss.edu/aah_notebook
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
Flegm, Eugene H. (1989) "Message from the president [1989, Vol. 12, no. 1]," Accounting Historians
Notebook: Vol. 12 : No. 1 , Article 2.
Available at: https://egrove.olemiss.edu/aah_notebook/vol12/iss1/2

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Accounting Historians Notebook by an authorized editor of eGrove. For more
information, please contact egrove@olemiss.edu.

Flegm: Message from the president [1989, Vol. 12, no. 1]

MESSAGE FROM THE PRESIDENT
To say that I am honored to be elected
to serve as the President of the Academy
for 1989 is something of an understatement — It would be more appropriate to
say that I am almost awed by the prospect.
As all of you know, I am not an
educator. However, because of this, I will
bring a different perspective to the office
of the president, one which reflects my active participation in accounting, both
public and business, for 40 years and in
standards-setting for 12 of those years. My
perspective thus reflects the pragmatism
of a businessman/accountant who has
directly supervised the accounting activities of the largest company in the world
for the past 12 years.
In my opinion, the profession of accounting is at a crossroads. Those of us
who run the accounting operations of the
thousands of businesses in the U.S. who
learned our accounting from a theory of
accounts perspective and the matching of
costs and revenues concept are growing
older and we are being replaced by people who of necessity have had to learn the
myriad of new rules and the balance sheet
view predominant in the conceptual
framework of accounting. The result is a
growing schism in accounting concerning
the relevance of the new accounting in the
day-to-day operations of a business.
One of the Academy's past presidents
— Tom Johnson — has gained welldeserved recognition through the book he
co-authored with Bob Kaplan —
RELEVANCE LOST, THE RISE AND
FALL OF MANAGEMENT ACCOUNTING — which deals in part at least with
this schism.
What does this have to do with the
Academy? I believe that the root cause of
the rules-orientation of accounting today
is financial fraud which, whenever it occurs in a dramatic fashion, results in
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government reaction and regulation, e.g.,
Ivar Krueger and the SEC, McKessonRobbins and auditing standards,
Watergate and the FCPA, and today ESM
and the Treadway Commission. I also
believe that the belief that rules can
resolve this problem is based on a lack of
understanding of the nature of accrualbased accounting, its uses and limitations.
Furthermore, this misunderstanding stems
in no small part from the failure of accountants to understand their own history
so that they can better explain accounting
to non-accountants. Finally, the accounting field is facing an increasing challenge
in attracting the "best and the brightest".
Unfortunately, the study of history has
always appealed to only a relative few in
spite of Santanya's admonition. And yet,
the study of history has always been intended to teach students to think —
whether it be about social injustice, tyranny, or accounting. As the accounting field
becomes more and more rules-oriented,
the need for students who can understand
the historical perspective of this trend, the
need for regulation and the need for judg-
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ment — in short, accounting historians —
WORKING PAPER ISSUED
Working papers on research in accounhas never been greater.
ting history are published on an irregular
In my year as president, I would hope
basis by the Academy. A complimentary
to see the Academy become pro-active in
copy of each working paper issued during
addressing these issues. Specifically, I
a fiscal year is available to members upon
would hope that we can be successful in
request during the year the working paper
helping the AAA initiate a new symis printed. The most recent working paper
posium on the uses of accounting by
issued is:
preparers. This symposium should be a
major step in drawing the practitioners
No. 76, "The Capitalization of Fixed
and the educators together so that the
Assets in the Birth, Life, and Death of
future needs of accounting can be met.
U.S. Steel, 1901-1986," by Richard
Vangermeersch of the University of Rhode
In addition, I will, and do, urge all
Island.
members of the Academy to submit prospectuses for symposiums on the history,
Copies of working papers produced in
uses and limitations of accounting. More
prior years are available to members at a
specifically, I would urge research into
nominal cost of $2.
why the various value-based theories
Three bound volumes containing the
which have been steadily proposed have
first 60 working papers published by the
failed to replace the historical-cost-based
Academy are also available. Volume I conmodel. I will actively seek financial suptains the first 20 working papers, Volume
port for any well developed research proII contains papers 21-40, and Volume III
ject, if needed, and would hope to greatcontains papers 41-60. These volumes are
ly expand the Academy's list of
available to members at $7.50 each. The
contributors.
price to nonmembers is $15 per volume.
Order from: The Academy of Accounting
Finally, I would hope that the
Historians, School of Accounting, James
preceding would help in increasing our
Madison University, Harrisonburg, VA
membership also. Frankly, I have long
22807 USA.
been puzzled why out of 12,000 or so
members in the AAA only 800 belong to
the Academy. Apparently, we have not
demonstrated the need. I would hope that
the activities I have outlined for this year
would begin to stimulate interest in accounting history as well as demonstrate its
relevance. The future of accounting as a
THE ACCOUNTING HISTORIANS NOTEBOOK
profession may well rest on a study of its
history as a guide to its future. I hope in
The Academy of Accounting Historians
the coming year we can begin that proSchool of Accounting
James Madison University
cess and I ask all of you for your help.
Harrisonburg, VA 22807

Eugene H. Flegm
Editor: Dale L. Flesher
School of Accountancy
University of Mississippi
University, Mississippi 38677
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